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Bear 51r or Madem:

e have connldered your appliestion for recognition of exemption from
Felorul Lucome tax under asction 01(e)(6) of the Internal Revenur Coda.

Yo were {ncorpornted as o non-profit corporation in the Ytate of NN
on . 7ovt purpose aAs stated {n your Articles of Incor-
puration atated in parts

"This corporation 18 (nrmed for the purjosne of promoting and perpetunt-
tny the tuterents of the men's, boys', ladtes', children's ond west o tn np-
pavel Ladusrrys 1o bring rhout neximunm cooperation of wen's, boya', Indien',
<utldren's and western apparel traveling nsalesman with all other prarenta of
the induatry =~ retalleres, manufacturarn, etc! to work with kindred orqunizc-
tione of this and allied industricra {n promoting the ethics and welfarre of
commercin] troveling suleswun} to briug about s clowar reliationshilp among

211 men's, hoys', ladies', children's and westursi appardl traveling nelesmeng

to promote the good vill of men's, boya', ladics', children's and western

apparel retaflers, and to support our pledga, "Truth, Helpfulness and Rervice

In a6 doing, informstion
centern, refarra]l centers, educational programs, resestch programs, and other

to the trade and our fello Mamhers™, to the fullest.

helpful activities may be estsblished and maintaioed by the corporation, nnd
1t may asaint and cooperate with individuals and othar organisations with

exlsting and future progrars and activitier consistent with the aimws of thins
corporatfon...”

Your By-lawe indicare that mesbership in your organization shall bhe rostricted *
to sales reprepentatives of apparel and items relating to the apparel industry
in the nrea served by NN Yurther, your By-lave atsto

in pares

"Kules and Regulations e

A

Sectlon 1 A. A wesher ahall not permit hilﬁ,,fﬂu. agent, reprasentstive,
model; ‘or assistant to divplsy any 1{nes'of metchatidise dlee-~

where than 1n the space assigned ‘te him by the Market Committed ‘

at the place selectad for the Market of the NN - =
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B. No 1ne of merchand{sd may Da ‘displayed in eﬁihnpaCﬁ'n-nizdh
ed *n a member, hy a hon-member of tha Association.

C. Al cxﬁibitinﬂ membars must agree to exhibit for the full
period of the Harket as determined by the Doard of Direc~
torw of the Amsociation.:.” ' ,

Financial Snformation subaftted indicated that a primary part of your income
and axpenses was reloted to the mavketn. Yor {netance in AN total income and

y, axpennes worn SHENNEEE and SN rospuciively. Your diata indicated that

income end expenser for the markets for that year vere SN «r¢ N
respectively.

You indicntad that the service parformed for acmbare wam producing trade shows
" anabling manufacturar tepresentativen and your members to {nteract. You also
indicated that although your activitiea lteted inforomtion agentera, referral
canterp, educational programs and research programs, you tave not effected any
viaionary educational and research programa. You indicated that your orgsani-

ratior. du also endoavoring*to obtain greup fnsutance bonafite for memders.

Section 3Q1(c) of the Ccde dascribes certain organizations exempt from
Federel fncome tax under mectfion 301(a) and readsa, In part, sx follows:

"(6) Busincer leagues, chambers of commerce. real ratate boards, bx.rde of
trade, ***  not organised for profit and no part of the net earnings of
whith fnures to the benefit of sny privete shareholder or Individual.”

Saction 513(d) of the Internal Raverue Code provides that e¢onvent!on and trade
show sactivitire conducted by an organizetion described in saction 301(c)(6) in
connection with a qualified convantion or trade show will not be treated as
unrelnted trade or busineas. The term “"convention and trade show aetivity” "
mepns any activity of a kind traditionally conducted at conventions, snnual
meatinge or trade ehows, Including, but not limited to, any activity ome of the
purposes of which {s to attract psusona in an industry generally (without
regard to memberahip in the sponsoring otgsnixzation) as well as members of tha

_public to the ghow lor the purpose of dieplaying industry producte or to
~ptimulate interest'in, nnd depand for, induetty products or services, or (o
aducate pereons engaged in .the industry in the developwent of new producte and
sérvices or nevw rules and ragulstions affecting thd industry.

Sectfon 1.501(¢c)(6)~1 of tha regulations provides.as follows:

"A biainecs league 18 an sseociation of persons having some cormon business

interast, the purposs of which 1s to promots such common interest and not

to engAge in u regular busindss of a kind ordinarily perried ep for pro- , .
C oy Hite - 1t 48 an orginlédtion of the Veima pemerkl 2wy ae § dfihwber of
conmetce or board of ttede. Thus, ite sctivitids ehould be'directe’ vo A
the fmprovemest of buainass eondition. of ona or morc lines of busi. eo as -
distinguiehed from the perforsance of particular sasvices for tﬁdtvilgnlv
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Yo hm fadicated the zoumn, in n.u-d- to tho tvade -hovaiurhu: .
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potnomns' An or;nnlidtion whose purpose is’ to on.n;o 1n # regblnt Suugnenn - et

of a j4nd ordtmruy cartied on for profit, evan tlicugh the dusiness 1s ' ,
conducted on a cooparativé badie: ar p!aiheof only sufticient income to bc S
salf-tustaining, u aot [ \mimn 1nmm bl ! AN coet g}
.Y

The c/urt case Mtim‘u L ather & Shou W‘ ‘M;Hlﬂ wares a0 | M
parc: ."u.oodt can supposad that usis 4. piten Join organi~ #|

xations without the nrpocuan of recsiving somé peraond Denefits therefzom. |
In recognition of ‘this the courts have hald that i1f the Lhdividdal benefits, *
such as particular sarvices Yendered to wanbére, are enly incidental or sub- “h

|
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ordinate to the wain or principal purpolo- tequired ty the statiite, exsoption |
{s not to be deniad the orgaticatfons..” | *
. |
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Revenue Ruling 58~224, 1938=1 C.B. 242 held that an organizetion which operates
A trade show ee its sole or Principal sctivity and primltily tor promoting the
interest of (ndividuals, 1a not entitled to axemption from Fodersl 1ncon- tax
a% an organisation descrided in mection 501(@)(0) of the CGode.

Revenue Ruling 78-240, 1978-1 C.B. 170 held that N businese, lgnguc that tocolv's |
ressonable cowpensation for ¥ponsoring and endorminy on ‘futesaftions] commercisl
trade show, which im not a sales facility and at whith tho Lleague performs . ‘

cducatlcml and supporting services, is not engaged in unrelated trade.or bBuei«
ness under rection 5131 of the Code.

Revenwe Ruling 05«123, 1985-1" '¢.D, 168 favoked trevenue rulings which held that
income from remtal o’ booth space at & show or convestion is uprelated trade or
business taxable {nccme. 'This revenue ruling made obsolete pravious ravenus
rulings w¥hich twplied that selling activities at & ttld!f‘hov would vesult ia

utnrelated trade or business. This revenud mnng d1d rioe - alfeet’ ach Rul-
inga 58-226 and '78-240. .

"1RC Bection 513(6)(3) uyl uununly that trade ahov uttvity huld

by an othervise qualifying ron=ptofit organigation dods dbt diesquaiify
1t, 4f 4t 'sducata(s) persons in sttendance regarding new developmants
or ptoducts....realated to the axépt activities of 'the or pafination, and ‘xé.,ﬁ
the shov is designed to sehi€fe such purpose thrdugh“the eunem of . A
the -xhlbns ‘and the bxndc of the {ndustry producn 4“’1!914- , o
It {a only thxougl tnd‘ lhowl «uch as this that tho nubauhip can hd , .f,,r. S
made avare of pow tuhtom. Atyles, pu:nm. nltn‘l_llb,lu quuwmu ' o

{ddred unteinned ;
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"rheruforo, {t appante that. yout ﬁfi:uty sctivity is tha cpbtlttou of sales

‘date of this latter, file 1n dupiie a a brief of the facts, . end atgumant '

| It you do not f£ile A protest.With this office ﬁithin 30 days of the date of

. r R v o s .
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The argument me, ‘anbets :mim\ pmmz bmgm u () nbi'lt -m
convenience providcd*A ' Having the cxhiblta cony i 5ib pid

refuted by £ % 121 lf l‘n
hatdly be supposad that {ndividusls voild often join orun@.!ltionl withe,
out th- oxpoctatibn of roccivin. lou- ;sruonal bennfito thiro!ron"

. 3 - .

1t appescs that the nnrhntl ate a primaty n;ttvity of th‘ ot.pnlsctlon, sad
that the murkets are sales facilities as opposed to trade shows. Salss

facilitien are difterentiated as mdicauﬁ in Revanue Ruling 76-240. As
evidence Lhnt your ankoto are oa.an lacilltica sre the fpl¢ﬂ'(n.l

(1) Your markats Have. ‘bayios.guides. The guides ldcnttfy location,
booth nu-boro and produetn to bs so0ld by each Oxhtbttor.

(2) A letter tn'youk buying guide {ndicated that support of the murkat ts
the advantage of being able to ehop for diverse lines of merchendise
at nne time and in one locatfon. [t further statet that as nttendance
.of sach narket incrdsses, you are able to cxpcnd'&d\n' commitoant for
exhiidbit space to lncludﬁ sales reproﬁon:azxvoo vlth Qlch uaukot. .

(3) The narkets are not open to the pudblic, bhut only to your sambarship e

vhich you indicate is comprised of I sslas tepresentatives and C R
retafl dtores.

Your navaletters are dLVOt‘d almoot excluolvuly to tntorintlon on the -arlotc. \
Newaletters indicate that pembers can get discounts ot aitfare snd hotels for e
attanding the markets, and that door prices arc availeble at tho Anrkcen. : \

a3 4,

tacil{tian for tho convenience of.youk mésbers. .Thus,.ths markets are not .
qualified trade phows and ybur p:‘anry sctivity fs the tjyrllyco of parti~ s
cular services for nambers ofly rather tham promoting. E‘: rel industry. §
Thus, you vould not qualify for ewsmption under scction (e)(b) of the J
Interns) Revenua Code as ovldcncld by lovcnuc Ruling S‘“ \ ' 'i
, v % .
1f you do not sgree with thess eomclusions, you nay, wi:hin 30 daye from the 'f3§

- - :;,»_2;; -

that clearly sets forth youd' positiod 1t ‘yén doalve ‘oral Wieudelon &thw'
iasue, plaase indicsta this {n your protctt. “The onclooll Publicatinn 692 °

gives {netructicns for filing & protest. :, .
this rcport or hattnr. this propoood determinarion will become final.

If you sgree with these eoucluuibﬂn or Jo not wllb t»»lilﬁ 3! ttcu‘)rotolt
plasse sign.and. resurn Fors bougtn the. tucl.gpad u*ﬂ-ﬂddrn muya u
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1f you have any further questions, please contict the person whose name and
telephone mumber are shown at the beginning of this letter.

Enclosurest
Form 6018
Pubifc.tion 892

[ I

Sincetely,

]
District Director
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